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There s Hope Ahead

The year now ending has not been
one to excite excessive gride or unrea-
sonable hope. iy

- At 'home, we have Witnessed some
events so shocking that they had best
not be reviewed. There has also been
much criticism, mu¢h complaint, much
pulling and hauling. ‘But the worst fears
of the doomsday prophets as stated a
year ago, have not come to pass. As a
matter of fact, one can say that there
héas been progress.in the United States.
And that we here at-homie can look for-
ward hopefully to the coming year.

In some degree, the same holds true

for the largeér scene. There have been
shameful incidents around the world.
Nothing comparable to the assassina-
tion of John F. Kennedy, yet much that
has been a reproach to mankind. But
ori the whole, at least from the West's
polnt of view, the balance now heing
struck is far from unfavorable. There
has been no war of major consequence.
The nuclear missiles remain leashed.
The Western -Alliance, if shaken, has
not come apart. The Comrmon Market
staggers on. And the lives and condition
of men on this side of the Iron Curtain,
with some exceptions, notably Cuba, are
a little better than before.

' What 'about the other side of the
Curtain? There, too, the closing year

has been tolerable. But there have also -

been portents in Communist-land which
indicate that all is not well. Certainly
they suggest that Mr. Khrushchev will
not necessarily bury us. 8o, as we look
around the world, there Is additional
reason for a certain hopefulness.

All of this has a relationship, hardly
coincidental, to the news reports of re-
cent days from such diverse places as
Johnson City, Moscow and Weshington.

" The report from Johnson City,
where President Lyndon Johnson met
with Chancellor Ludwig Erhard, was
couched in the- lofty but ambiguous
terms of a formal communique, rein-

forced by some informal oomments from
around the barbecue pit. In combina-
tion, they spoke cheerfully of mutual
admiration, agreement on ohjectives
which serve the cause of peace, a con-
tinuing resolve to defend freedom and
‘@ siuggestioll from the Chtncellor that
'hwe are open- -minded—we want to re-
! main flexible.”

i

:- This i1s a flexible statement n-1ts

gwn right—espeoially when read against
‘the reaffirmation of a “shared eommit-

: ment to the peaceful reunification of
the German people in freedom, by self-

determination.” We are far from sure
gs to the precise ‘meaning of this. It

" séems slightly less unqualified ‘than

egrlier . commmitments o reunification

" through free elections. And Mt. Erhard
_ §aid that his government was prepared

to examine “all paths™ that might lead
to the desired goal—a stalement which
seems to have a bit of a new rting to

. {t. But at this time it probably would
- be just as well not to read the fine print

too closely. The West German attitude
in relation to Russia may or may not
have softened under Chancellor Erhard.
We feel confident, however, that Lyndon
Johnson, while remaining tfaithful to
commitments, will not losg.. sight’ of the

! fact that thé United States must not

let itself be fettered in discuissions with
the Russians.:

A second report comes from Mos-
cow. According to a statement to Henry
Shapira, of the UPI-—a report published
by the Soviet news agency Tass—Mr.
Khrushchev 1s tost desirous of improv-
ing relations with the United States in

1964. He hopes fo see the development of .

-relations of. peaceful co-operation, good
neighborliness and friendship between
the peoples of the United States and
the Soviet Union . . .” He adds that ‘it

:the efforts of our two countries and Qf

other states are united in the interesi_s_
of peace, “then the coming year of 1964
can undoubtedly become a Jyear of de-
cisive change for the better in the en-

Con
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tire international situation.” .

Mr. Khrushehev, of course, has sald

this, or something pretty much like it,on

"other occasions. And then he journeyed
to the United Natlons to pound on the
table with his shoe. This time, however,
there may be a little more reason to take
his words at somewhat less than the
normal discount..

This brings us around to a third re-
port—written by Charles Bartlett for
The Sunday Star.

The gist of his article was that_ Mr.
Khrushechev, economically speaking, is
in pain. The promissory notes which he
has been giving the Russian people are
coming due, and he is finding it hard
to meet them. Russia.n gold production,
according to a CIA report cited by Mr.
Bartlett, is down.” The needs of a grow-
ing population,; plus military, space and
similar costs, impose an increasingly
severe strain on the Russian economy.
It is not thought that this is sufficient
to upset the Soviet regime. But Mr.
Khrushchev wants help—in the form of
long-term credits from the West. The
debate within ‘our Government is
whether to lend a hand. or to try to put
him through the wringer by refusing
long-termy, credits and endeavoring to
persuade our allies to refuse them.

Our feeling on this is that, logically,
there will be miounting pressure in the
long run for an improvement in rela-
tions between- the United States and
Russia. And we think this is‘desirable.
For to say the very least,’ If ‘the Khru-
shchev government were to be toppled
through a denial of credits, or perhaps
by some other means, the chances are
goad that a much tougher Stalinist crew
would take over in Moscow. )

Undeniably, Mr. Khrushchev pre~
sents a threat. But the devil we don't
know could turn out to be much worse.
S0, with the knowledge available to us,
we- favor lending a hend. We say this
in the belief that there really is hope
ahead.
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RE ENT ‘JOHNSON’S State of
" thé™¥aion Message is expected to

be’ sinﬁ‘f‘ar in content to the one John
F. Kennedy Wwas planning to give. It ~

‘'will contain “few new proposals, in
order to expedite the session. Housing
and urbam renewal .
proposdls are nec es- -
sary, because the pres- .
ent programs,-expire
this year. The.“war on
poverty” was prepared .
while Kennedy was
alive and 1t fitted per-
fectly Into Johngon’s
need to seek liberal
sympathies _

- *

HOWEVER Johnson

' BARTLETT
will continue to court

they ever did under Kenriedy, The ¢iit-':-

) United States’ GNP.

LBJ Message to Eclio JFK

By CHARLES BARTLETI“ ‘

job 15 sO enormous that he must even
avold some defails which interest him.
Unlike Ken‘nedy, who kept his evenihgs
apart from hi§ office life unless_some-

_thing big was up, “Johnson works and

talks with his staff until late at night.

* The ‘small - Johnson ' staff is working
well’ with the Kenriedy White House

aides and most of them now seem in-

- -clined to,,stay on until after the elec-

tion,
THE CIAs estimate ‘of the Sov1et

" Umon s Bross national product in 1962

15"$260 billion, some 47 per cent of the
The Soviets ‘are
bslieved: to spend. 17% ‘of their GNP
on defense (U.S.-995);.38% on civilian

vconsufnptxon (US. 64%‘) 331% on capi-
‘ tali
ﬁca.tio
the conservatives with his' emphasis on - ‘m
government economy and on securing - "~
full value from the tax dojlar. He was =
extremely pleased by the- public reag-"
tion to his concern Wlth. the budget
Officials of the Budget Blréau have '
had a greater say in thé decisions on
the program for the coming year. than'

stment (U.8.-18%); 8% on edu-
(U.S.-5%); and 5% on govern-
dminlstration (U S -4%)
S—

. @)V GEORGE BOMNEY is increas-

ey activity on’ thé hatlonal scene
“but

e is mainly interested in main-
taining his hold on the Michigan dele-
gdtes gnd is not trying “to project his
- Presidential candidacy. He 15 said to be
determined to-run-again for governor.

back in limoustines for top officlals was v Simlarly, Richard Nixon, after taking a

a prime topic of Washington conversa— f

tion over the holidays LN
* % LR

THE PRESIDENTS message 1s bev
ing prepared in the same fashion s in-

previous years. Departmental recom-‘

mendations were funneled through
Theodore Sorensen, who shaped them
into speech form after thé necéSSary

decisions were made by Johnson, The -

Council of Economic Advisers has com

pleted early drafts of the President’s « -

Feonomic Report, which goes to Con-

gress later in the month, The’ -final

content will provide some interesting

insights into the new Presidents €Cco-,.

nomic philosophy. -
% %

MR. JOHNSON loves details but he.:

is said to be learning slowly that his

T

- have decided against the rta

téw soundings, appears 1o have shrunk
. :frof any éffort to- Eather support. He

“*5 sald to have givén a commitment to

is wife When they moved to New York

. --,,that he would not become a candidate

again.

g ARRY o‘LDWATER was
frank in. tell;ng _friends before he
announced His ¢an ndidacy that he was
tiotivated miore by loyalty to his sup-
. porters than by enthusiasm- for the
lorig struggle ahead. He probabl “would
H he
had been left to his own chgicge, but
the campaign ‘had progressed-so far
that he had t0 go through with it.
Goldwater. has found national politlcs
much less enjoyable since the opposi-
tion became meaner and more Intense.
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WASHINGTON.

Nikita S. Khrushchey had
been wrong before- ayd has
been wrong since. ..

But rarely has he been
wronger than on Jan. 29,
1959, e s

On thgy day, spzcg(‘

the Soyiet Union’s 2fst
munisy party congress,
nounced an ambitious
Year ~‘program  whigh,
claimed, would make Russia
one of the most nraductive
nations in the world.
.. The plan, he predicted con-
- fidently, would turn the So-
viet Union Into a giant cornu-
copia spouting every kind of
| product—shoes, missiles, food,
houses—for the nation.

So fruitful would be the

on, that by 1970 the Soviet
F:Union might ne longer have
to tax Its citizens.

Under the plan, he contin-
| ued, Soviet production would
expand more than 8 per cent

decisive edge"” over the United
States in all kinds of output
by 1970. .

TROUBLES GROW

But even as he spoke, Pre-
1 mier Khrushchev was
| economic dificulties. Since
Jan. 29, 1958, they have been
multiplying steadily. And the
statistics charts that he had
predicted would show only in-
creases are now blighted with
slumps, production fall-offs
and downward curves drawn
in red ink.

The Soviet,

causes:

fieial
wastage, increasing public de-
mand, an expanding popula-
' tlon, mish  devotion to

Marxist-Léninist theory and -

" dogma.

in

economic
squeeze results from warked
High spending on :
weapons, harvest losses, of-
mismanagement and

JAN
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results of the plan, he went .

'

" 1964

Mr. Khrushehev’s econonile
distress, experts here say, is
one of the prime reasons for
“his  current “peace” cam-
paign. He needs a period of
quiet abroad, they say, to try
to shore up his country’s no- .
tably faltering economy, :

Additiohally, the experts
reckon, Mr, Khrushchev hopes
his peace calls will persuade

3 Western firms and bankers
* that he is a good credit risk
= and qualified for loans. to help

build up his country.
The Soviet leader, these ex-

T | perts believe, can patch up

his tattered economy without
Western help, but only slowly
and painfully. With help, he
could do the job muech more
quickly.

According to intelligence
analysts hére, Mr. Khru-
shehev's economic woes are
formidable.

Russian farm _production, -
for example, has plummeted
so sharply that the Soviet
Union, once the world’s fourth
largest grain exporter, may -
this year be the world's larg- |

: est Importer. And buying |

. annually, to glve Russia “a ,

“shchev's cash reserves.

Tood will' reduce Myr. Khru-

tThere is some speculation
here that Mr. Krushchev
might have to dip into Rus-

- sla’s state graln reserves to

i

feed his people. He kicked
ex-Premier George Malenkov
out of office ahd into oblivion
for, among other things,
tampering ~ with the state
grain reserves.

A CONTRAST

Although Mr. Khrushchev
predicted an 8 per cent-plus
yearly production increase
rate  under the seven-year
plan, the Soviet growth rate
the last two years has skidded
to less than 3 per cent.

Meanwhile, the' American
production increase rate has -
climbed to about 5 per cent.
The Soviet Premier’s boast he
could overtake this country

by 1970 is shattered. Experts

_production in the
_century,

‘here say the Russians cannot
catch up to this country’s
_current

Mr. Khrushchev probably
:has hed to dip into his na-
tlon’s gold reserves—le now

- is believed to be selling more
'gold annually than he mines,

and his reserves are thought
to have slumped from some
$3 billion to less than $2 bil-
Hon—and thereby reduced :

the amount of césh he has to
spend at home of gbroad.

And instead of aholishing -

taxes for his people, he in ef- '
fect is taking more out of |

their pockets through in- |-

creased prices for some food
and ‘goods, thus reducing
their real wageg~™ " .~ !

Additionally, he 1
to go back evé
his promises to Itipr ] .
lives. He reportedly is con-
sidering a 17 per cent cutback
in his program-to build more
homes for his people, for
whom housing $tfll is & ma--
jor problem., .

Elaborating, experts here
name these -causes for his
current economic troubles:

1. The Communist system,
which has failed in Russia
and every othér Red. state to
provide party-promised pros~
perity. . ‘

2. Bxpenditures of increas-
ingly larger sums on weapons:
and space projects, none of-
which contributes signifi-
cantly or  fundamentally to.
Russia’s economic productive

growth or feeds, clothes ov.

houses the Russian people.

3. The cumulative effect of
a constant short-change pol-
icy for agriculture and light
industry in favor of heavy
industry, in which dispropor-
tlonate sums were allocated
for steel and not enough for
farm machinery and fertilizer.

4. The huge financial losses
involved in Mr. Khrushchev's
virgin lands farm program,
which has failed to produce
the ylelds he expected. :

WANTED: FUNDS

The combination’ of these:
and other factors has faced.
Mr. Khruschehev with a pres-
sing need for capital funds.
And his possible sources for:
those funds. are limited. ‘

It is unlikely that he can’
reduce spending sufficiently at
home for food, wages, educa- |
tion and other civilian pur-.
poses to obtaln sizable:
amounts for capital invest- |
memws in the Russian econ-
omy..

. the

It is highly doubtful he ¢an’
obtain much economic help
through co-ordinated plan--
ning with, Russia’s Kast Euro-
pean satellites,or. mugh cap-.
ital fund%g;gm, them. With

possiple. exception of,
Romania, the satellites have
cconomic troubles of their
own. L

He may be able to trim
some of his foreign ajd pro- -
grams and spénding.

He might he able to obtain
some money for capital in-
vestment through token eut-

. backs in his military pro-
. grams, but there is no indi-
- cation yet he is planning

; large-scale reductions in de-

fense spending. '
Orie of his prinecipal hopes
for economic aid at the mo-
ment 5 Western credits,
When he announced re-
cently a $46 billion expansion
of Russla’s chemical industry
to help his farm programi, he
hinted broadly he wanted
Western loans to build some
of the factories involved.
And he thereby sparked a
dispute between the U. 8. and :
some of its allies on-a credit
policy for Russia. :
The U.8, wanted to limit
credits to the Soviet Unilon:
to five years, instead of the:
15 years some Russian officials .
were soliciting. Some sources®
here view long-term credits,
in effect, a5 aid projects. But
Britain said no to the Amer-
fcan five-year credit proposal.’
Some Intelligence experts:
here now are worried that
Britain's refusal to accept”
the five-year limit may trige
ger a race apong some
European and perhaps some
Japanese business men to
grant long-term credits to
the Soviet Union. )
Those experts do not want
to hobble or stifle Russia’s

- economlie growth, contending
; that such a policy would only

make the Soviet Union more
hostile. But they object to
Western financing of Soviet
economic expansion or too
much Western credit’ help
for Mr. Khrushchev.

They feel that some con-:
tinued but not overwhelming
economic pressure on the
Soviet leader might keep him
50 busy at home that he will:
not have the time or re-:
sources for inischief or:
trouble~-making abroad.
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WASHINGTON, JAN. 7 (UPI) -~ THE CENTRAL INTELLIGENCE AGENCY (CIA) DISCLOSED TODAY
THAT THE SOVIET UNION IS IN BAD ECONOMIC CONDITION.

A CIA SPOKESMAN SAID INTELLIGENCE ECONOMISTS HAVE PIECED TOGETHER A BLACK FISCAL
PICTURE FOR RUSSIA AFTER MANY MONTHS OF PAINSTAKING SCREENING OF BITS OF INFORMATION.

THE MOST STARTLING FINDING WAS THE LOW GOID RESERVE OF THE SOVIET UNION WHICH U.S.
ECONOMIC EXPERTS HAVE ONLY BEEN ABLE TO GUESS.

THE CIA STUDY SHOWS SOVIET GOLD HOLDINGS AT SLIGHTLY LESS THAN $2 BILLION AND
DECLINING BECAUSE GOLD PRODUCTION IS ONLY ABOUT $175 MILLION ANNUALLY AGAINST
ESTIMATED SALES OF $L,50 MILLION LAST YEAR.,

THE CIA REPORT SAID SIBERIAN GOLD MINES WERE INACCESSIBLE AND UNECONCMIC, COSTING
THE KREMLIN $70 TO MINE ONE OUNCE OF GOLD SELLING FOR ONLY $35.

BUT THE BAD GOLD SITUATION, WHICH HAS FORCED RUSSIANS T0 SEEK CANADIAN MINING
TECHNIQUES, IS ONLY PART OF THE RUSSIAN ECONOMIC SQUEEZE, THE CTA REPORTS.

INTELLIGENCE ECONOMISTS SAID THE SOVIET UNION 'S RATE OF GROWTH HAS DECLINED
STEADILY SINCE 1958 AND THE PER CAPITA AGRICULTURAL PRODUCT IS BELOW 1956 LEVELS.

WHILE THE RUSSIAN ECONOMIC PLIGHT WILL NOT SERIOUSLY AFFECT THE RED GOVERNMENT'S
INTERNAL OPERATYONS, GIA EXPERTS THINK THEIR ECONOMIC SQUEEZE WILL HURT THEIR WORLD
POSITION NEXT YEAR.

THE REPORT ALSO SUPPORTS U.S. PLANS TO URGE ALLIES NOT TO GIVE RUSSIA LONG-TERM
CREDITS IN TRADE TRANSACTIONS.
]
THE CIA BELIEVES THAT RUSSIA'S ECONOMIC GROWTH IN THE PAST TWO YEARS WAS LESS
THAN 2.5 PER CENT ANNUALLY. BUT CIA OFFICIALS SAID THE SOVIET UNION'S ECONOMIC
PICTURE SHOULD IMPROVE DURING THE NEXT YEAR OR TWO.

THE SOVIET GROWTH RATES WILL NOT RETURN TO THOSE OF THE POSTWAR PERICD, HOWEVER.
CIA OFFICIALS NOTED THAT EVERY MAJOR NON-COMMUNIST INDUSTRIAL NATION EXCEEDED RUSSIA
DURING THE PAST TWO YEARS IN GROWTH RATES. :

MI 12424 ES
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WASHINGTON, Jan. 8 (AP) -- CENTRAL INTELLIGENCE AGENCY ANALYSTS HAVE CONCLUDED
THAT RUSSIA'S ECONOMIC GROWTH IS RUNNING FAR BEHIND AMERICA'S AND HER GOLD RESERVES
HAVE FALLEN BELOW $2 BILLION,

'THESE CONCLUSIONS FROM EXTENSIVE CIA STUDY OF THE SOVIET ECONOMIC SITUATION WERE
MADE AVAIIABLE TO NEWSMEN TODAY.

AND THE RUSSIAN CONSUMER, ACCORDING TO THE U.S. INTELLIGENCE SPECIALISTS, IS
STILL GETTING THE SHORT END OF THINGS IN THE SOVIET ECONOMY.

RUSSIA'S ECONOMIC GROWTH IN THE LAST TWC YEARS WAS RATED AT LESS THAN 2,5 PER
CENT ANNUALLY, COMPARED WITH THE RECENT U.S. GROWTH RATE OF 5 FER CENT,

THE SOVIET GOLD RESERVE ESTIMATE, LOWER THAN SOME BSTIMATES PUBLISHED ELSEWHEERE,
WAS TAKEN BY THE INTELLIGENCE ANALYSTS AS A SIGN THAT RUSSIA WILL NEED CONSIDERABLE
CREDIT FROM NON~COMMUNIST COUNTRIES IF IT IS TO FULFILL PLANS FOR FUTURE EXPANSION
OF CHEMICAL AND FERTILIZER INDUSTRIES.,

RUSSIA'S GROWEH RATE IS EXPECTED TO IMPROVE SOMEWHAT, THOUGH WITHOUT HITTING THE
ANNUAL CLIMB OF UP T0 10 PER CENT THAT FEATURES RUSSIAN EXPANSION IN THE EARLY POST
WAR PERIOD, THE SOVIETS COULD REACH A GROWTH RATE AGAIN OF 5 PER CENT, SIMILAR TO
THE U.S. RATE, IT IS BELIEVED.

BUT FURTHER DISAPPOINTMENTS APPEAR IN STORE FOR RUSSIAN CONSUMERS.

U.S. STUDIES OF PREMIER KHRUSHCHEV'S RECENT BUDGET SPEECHMAKING AND THE ECONOMIC
SESSIONS OF THE COMMUNIST PARTY AND SUPREME SOVIET IN MOSCOW SHOW A MARKED SCALING
DOWN OF PAST GOALS.

SHOE PRODUCTION GOALS WERE REPORTED DOWN AT LEAST 21 PER CENT, MEAT DOWN PERHAPS
20 PER CENT, MILK DOWN 20 PER CENT, AND HOUSING 17 PER CENT. AT THE SAME TIME,
SOVIET MINIMUM WAGES WERE HELD AT THE EXISTING LEVEL INSTEAD OF BEING INCREASED AS
PREVIOUSLY SCHEDULED.

IT WAS UNDERSTOOD THAT THE CIA ANALYSIS WAS MADE PUBLIC AT THE REQUEST OF PRESIDENT
JOHNSON WHO BELIEVED ITS DISSEMINATION WOULD PROVE OF VALUE TO U.S5. POLICIES. :

THE CIA CONCLUSIONS BUTTRESS WASHINGTON'S ARGUMENT THAT ITS WESTERN ALLIES SHOULD
NOT EXTEND LONG TERM CREDIT IN LARGE AMOUNTS TO THE SOVIETS.

PUBLICATION OF THE CIA ANALYSIS CAN ALSO BOOST THE U.S. PORTRAYAL OF THE VIRTUES
OF FREE ENTERPRISE AS COMPARED WITH THE COMMUNIST SYSTEM. THE RELATIVE MERITS OF
THE COMMUNIST VS. THE NON-COMMUNIST BUSTEMS ARE CLOSELY EYED BY THE LEADERS OF
~ UNDERDEVELOPED COUNTRIES.

CR 1111P ES NM
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SHARP SLOWDOWN

INSOVET CROWTH
REPORTED BY LA

Agency Puts Economic Rise
at 2.5 Per Cent Yearly,
Below the U,$, Level

——ial

GOLD RESERVE FALLING

Farming Setback and Shift
in Investment Believed

Responsible for Lag

By EDWIN L. DALE Jr.
Spéctal Lo The New York Times

WASHINGTON, Jan. 7—An of the Uniteds States, is con-!
exhaustive analysis by the Cen-gigaied a reasonable prospect.

tral Intelligence Agency hasl
concluded that the Soviet

A ! N and the United Slalgés has a
Union’s economic growth in the my e higher base, sueh a resul

1
i

81964

TR A
d

“Growth Slowed Abruptly

Like many other analysts, the
C.IA. experts conclude
Soviet economic growth in the
postwar period was rapid until
the last féw years. While the
rate varied from year to year,
it was usually between 6 and 10
per cent, well above the United
States average of 2.5 to 3.5 per
cent.,

In the last three years, part-

r Release 2002/11/08 : CIA-RDP80B01676R001500050004-9

! There is no doubt in the mind
‘of the analysts that the Soviet
‘rate  of grewth has slowed

d thatigreatly in the last two years.

although they do notsay that
their figures are corrget to the
last dollar. H R
The analysts stress that their
picture is not one of an economy
in “collapse” or suffering from
such lils as uncmployment. But
neither is the Soviet economy,
any longer a world pacemaker’
in expansion and growth, Every:
major non- Communist indus-

ly as a result of a surge in 1961
following a recession, the Unit-
ed States growth rate has aver-
aged about 5 per cent. The of-
ficial estimate for the next year
is also 5 per cent.

Tor the future, the C.LA. an-

‘alysts expect that the Soviet

Union will he able to improve
upon the poor performance of
1962 and 19863.

However, they do not belleve
that the
return to the growth rates

per cent, about thie same as that

1
Qinte these are percentages,

t

last two years has been lesS.yquiq fnean -that’ the  gap be-!

than 2.5 per cent annually, Welltweon the two cconomies would: 'sources
under the rate of the United oontinue to widem in absolute|ipro

States.
In addition, the C.ILA. has

~terms.

In addilion to the slowdown!

Russians will be able to
of

; the carlier postwar period. A s and diversified eonsumer
{ growth in the range of 4 t0 5 zyods,” one analyst said.

Ha very

concluded that Soviet gold re- i yhe Soviet growth rate, the
;serves have fallen to 1éss than|ci A yas also detected a major
$2 billion, far below estimates rcquetion in the rate of growth':
made elsewhere. These COn- p inyestimént -~ the base for |
clusions have been made public' riture growth, In"1962 and 1963
by the agency. __cach, total investment rose only:,
© The CILA. put the value of 4 t5 5 per cont, far less than in
the. Soviet gross national prod-.the carlicr postwar period.

1rial nationy has cxceeded the
' coviel growth rate in the last'
wo years, - -
“Three major  reasons ~ are
given for the slowdown in eco-
nomic growth.

It
L
i

The first is a shift in the,
so-called "mix’ of the sSoviet!
'cconomy, that s, investment

away {rom the heavy industrics,:
raw materials and power supply
stoward the more sophisticated:
clements of modern indusiry.

It was easicr to build more
and more stecl mills and cement
plants and hydroclectric dams
than it is to build chemical

; Arms dnd Space Costs Cited

The second veason has been
latge increasc in mili-
tary and spice spending since
iabout 1957 jor 1958. While this:
.counts as a part of the gross,
inational product, it is “anti-,
jqrowth” in that it takes rve-!
and personnel from!
ductive investment. ;

This has bcen particularly:
true since the shift of the;
military cffort toward modern,
weapons such. as missiles. !

The third reason is the seri-|
ous decline in agrieultural out-!
vl in the last twg years. Thej
C.I1A. now calculates that the,
total Sovict food production thisl
year will he only about 3 per|
‘eent ahove 1956 and, on a pe*"

1

lcapita basis, will actually he T}

uct, or total output of goods' -The CIA. analysts develop: L T in 1058
$260 billion, slightly less than:national prb’éuct by valuing 0.t 3 mininum of -10 ‘million L\lfns"
half that of the United States, dollar terms” the output of "alliipejow 1962, T

The United States is widenin ithe sectors’of the Soviet econ-.i part of the prohlem rosultsl
: Biomy. The Soviet ;Umion docs| from bad woathlzn'. In the ;, N

the gap each year _at recent’ " yse the -concept of gross: ke
growth rates, according to the natignal product in its statistics.,
report, and this widgning is €X- ' guviet Conclusions Differ

pected to continue.” ' soviet figures on industrial

* The Ccntt:al Imeulgcr_lce!pmduction alone would indicate:
Agency has virtually exclusive'inuch less of a slowdown in

responsibility in the United over-all growth than the.C.LA.S
Statos Governmeqt‘:‘gpg evalu-‘lnnnclusions. However, the C.IA.

ating the Soviet e Sy, Sey-'is confident bthat its analysis
i :' T is correct, based on
cral hundred economists andltccl’miques of evaluting Soviet

other analysts work fpll ‘time oficial statistics and other in-
on the question. They primarily - formation.

use published sources, which arc

now numerous, but the informa-

tion is supplemented by some

data obtained clandestinely.

various

‘Soviet agricultural year, 1981,
{ood outpul was 20 por eont
ahnve 19986. 1
' The analvsts ate earcful not|
ito attribule the scrious worsen-;
iing of the Soviet position to thei
inature of the stale-controlled;
\Sovict economic system as such,’
jLhough they say this could be a-
factor, |

The C.I.A. analysts foresce!
ne decline in the. Soviet re-
sources devoted to modern,
weapohs. though there might be
¢mall culbakes in conventional:
forees. Nor is there expected!
to he any easing of the invest-'
men{ problem posed by the
move away from the simpler’
basic industries. )

Thus the overstrain on the
cconomy, in the sense of a short-

Fou Y 1
P8 aga o
Hiinnng
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iage of human and material re- Soviet industrial production in!
‘sources for investment, is ex-19€3 was 65. per cent of that of!
peeted to continue, even with the United States a gain of 2
some improvement in farm out-ipercentage points over the 63
put. The best course for Mos-iper eent ratio that the Soviet
cow, it is believed, would be to;Union reported for 1962, '
find extra resources, in the form; While the Central Intelligence
of plants and equipment, in thejAgency estimates that the an-
West. nual Soviet cconomic -growth
However, given the low level during the last two ycgrs was
of Soviet gold, reserves, this/less than 2.5 per.cent, the So-
could be done only if the West-]vict Union asserts that in 1962
ern nations were willing to selllalone its national income--a
on credit, preferably, from theiconcept similar to gross nation-
Soviet viewpoint, credit of more:al product—rose 6 per cent.
than five-year {grms. + Last month  Premier XKhru-
This reasoning is a factor be-fshchev denounced sPecplatioq in
hind the strong United Statesithe West thal the Soviet Union
drive in the North Atlantic.would nced credits to realize
Treaty Orgdfization to getils ambitious chemical expan-
agreement on a limitation ofision program. He asserted that
credit terms.extended by West the Soviet Union would be able,
‘European countries to the So-if necessary, to achieve the

what from the rapid growth
rate of the ninetéen fifties. But
the estimate of the slowdown
made public- by the CI.A. yes-
terday appears to be far ricr:
mﬂical than ary other yet pub-
lished in the Westjgy a_ respon-
sible source, S
Specialists on the Soviet econ-
omy have been aware for many,
years that comparisons of So-
viet and Amevican' economic:
growth are fuli ot pitfalls, anf
that even analysts who aczept!
the same basic data may come
to rather different conclusio:f.
One difficulty arises from the
question of what to measure.
The Soviet analysts include in
their estimates of Soviet pro-|
duction only the output of ma-/
terial goods- -steel, grain, sh:es,:
etc.—and leave out the produc-
tion of services—-haircuts, med-

viet Union. . jchemical production goals £fom o1 <o vicos the work of teach-
Soviet gold production is putjits 0Wn resources. R T
at about $150 ‘million annually. While acknowledging  1hall. American  aralysts inetude

Moscow’s sales of gold in the Soviet grain production . had
West have been running at fallenlast year, Mr, Khrushchey
more than $200 million a year, spoke glowingly of what he
and last year were a little morejasserted were, continued high
than. $400 million. rates . of industrial growth. He
Thus, gold sales cannot fi-isaid that Soviet cotton produc-
nance a hig extra volume of|tion last year was the highest
Soviet imports of capital equip-/in the country’s history.
ment from the West. Credit| The Premier. gave for the
terms would be essential, the|first ahbsolute figures on the
C.LA. bclieves. growth of production of key
The Russians have ap-'commodities last year; these
proached suppliers in PBritain/data are compared as follows
with specific proposals for pur-with the corresponding output
chases on terms running wellifizures for 1961 and 1962: (All
beyond five years. They are notidata are in millions of metric
believed to have been success-ltons except for electricity,
ful, but the British Government which is given in billions of
refuses to make a binding de- kilowatl-hours, and shocs,

both material production and
services in their analyses, The
two different definitions fend
to produce .differences in final
evaluatiois.

A sccond difficulty - arizos
from the lack of an unambigu-
ous way -of ifdding up produc-
tion of different goods and serv-
ices. Shouldagidput be vawed
at Sovief priccy or American
prices? YLxBediments have bacn

made I the Yrited States in
which “tRel's4mE rroup of pro-
duction Ji# % have been val-

ued in ¥oth- Soviet and Amer-
ican prices. Significantly «olf-
ferent resulis could be obtained,
depending upor which price sys-
tomn was emnployed.

cision barring such terms. stated in millions of pairs).
- 1

e 961 1962 1963
_ Gain Asserted by Soviet |Stecl s Tes B00
- By HARRY SCHWARIZ |®lectricity .328 369 4116

. The chief Saviet ecconomic/Cement ..50.9 57.3 60.3

‘planner, Pyotr F. Lomako, a5-Shoes ...443 456 461
serted tast month that his coun- Fertilizers . 153 173 20

try was continuing to gain ond
the United. States in industrial
production.

Mr.

Many Western observers have!
noted that in the last two]
lyears the Soviet cconomy was
Lomako. asserted thatshowing sigus of slowing sorae-

JAN B 1964
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New Light on Russian Economy

THE CENTRAL Intelligence Agency <
study of Soviet economic growth offers
sonvincing evidence that the United States
s pulling aheuad of Russia and will tantinue
w0 widen its fead i the future. ,__

e Russians dre"in trouble because of
their increase in military and space spend-

(although this may be & tactor).

It is g¢lear. however. thul the Russian:
are beset by what amounts to a recession.
and have relinquished their role as world-
wide pacesetter in economic growthl’

Al the very lawst. the CTA r.cpo'rl mukes
Premier Khridichev's “We will bury vone

ing, a decline in agricultural output. and
« shift. of investmenl sway from hewr
industry. power supply and raw materiads

hoast ring even hiMower than ever.

These tactors have pushed their growth
rute down to less than 1.5 per cent annu
ally during the lust Lwo years. compured
jo abont 5 per cent in the United States

tixuctly five years ago. Premier Kb
shchev opened a campaign for the eco-
nomic conquest of the West and predicted
the Upited States would be “outstripped”
by 1970. Reaction in the United States
was gloomy. A constitunt to then President
Fisenhower said the Russians mighi be
“superior to us insevery ares” by 1963.

CIA economic anilysts do nol believe
the Russians will be able to climb buck lo
their earlier postwar growth range of be-
tween 6 and 10 per ceit. They expect o
leveling off at ‘about 5-per cent. roughly
cqual to that of the United States. But
this nation has a much higher economic
base, and so oor net gain will «tilt outpuce
that of Russia

ft must be stressed tund the CLA nself
fras provided such emphusis) that the Soviet
economy is not falling apart, dnd that it
slamp is not primarily due‘to the nature,
‘of its statescontrolled econdmic ~vstem
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CIA Trespass Feared at ‘State

By BERNARD GWERTZMAN
.~ Star Stalf Writer
There {5 unhappiness in the
State Department over a deci-
sion by the White House berz|
mitting the Central Intelligence
Agency to publicize a recent
analysis of the Soviet economy.
Some department officials
fear that the CIA is infringing
on their role as the shaper of
American foreign policy. They
sdy the CIA should stick to
intelligence gathering.

Agency’s Viewpoint

The CIA in this case Helieves
it is only performing a neces-
sary function In informing the
world about the sorry state of

Russia's economy, and by
supporting the administration’s
policy against long-range

credits which might bail the
Kremlin out.

.No State Department official
would comment publicly on this
matter, but it is known that
the CIA, with President John-
son’s approval, has been provid-
ing journalists with up-to-date

.briefings on the Soviet econo- ,

my.

‘To glve these briefings an
authoritative alr, the usually
hush-hush CIA has allowed its
name to be used as the source
of the stories.

Thesé briefings have stressed
the declining rate of Russia’s
growth and the relatively small
total of Russia’'s gold holdings.

The analysis has called for an:

embargo on long-term eredits
to the Soviet Union since such
credits would allow the Krem-

lin to accelerate its economy at

minimal cost.

State " Department officials
agree with these estimates—
which clash radically with
officlal Soviet figures-—and
even. assert that department
intelligence had arrived at the
same conclusions before the
CIA did.

" But the officlals argue that
the CIA’s function 1s not to
release _information to the
press. And they are angry at
the CIA’s effort to take g
leading role in ‘persuading the
public against granting long-
term eredits to Russia,.

The. questlon of eredits, they
say, is'a sensitive one, involving
extensive disecussions with
United States allies. The de-
partment is on record against
credits of more than five years,
but some officials are not
convineed that all trade and all
credits are necessarily bad.

Premier Wants Credit

Soviet Premler Khrushchey
has shown an interest in pur-
chesing fertilizer plants on
credit to improve his nation’s
agriculture. Some . top-ranking
officials believe that a well fed
Soviet population might in the
long run be to this country’s
interest.

Its critics agree the CIA, with
its large corps of professional
economists, is well equipped to
analyze Russia’s. economy. But
they assert that such briefings
involve the CIA in policy func..
tions that properly belong. to
the State Department,.

Released in December

It was learned that the CIA
began releasing the substance
of the analysis in late Decem-
ber after CIA Director John A,
McCone received permission’
from President Johnson. The!
report appeared in an article |

by Charles Bartlétt in the Dee- !
ember 29 Star.

Mr. McCone was reported -to
believe that it wag necessary
for the American public to |

know the full extent of the sad’

state of the Russian economy—;
and how credits might boost
the regiment at no gain to the
West. ‘

‘There' had been reports
Immediately following Premiey
Khrushchev’s December 9
speech that the Soviet Union
would  be embhasizing the
consumer goods industry and
might be secking increased
trade with the West. The CIA
analysis, backed by the State
Department’s gxperts, sees:
Russia’s priority of defense and
industry unchanged. with
consumer goods still lagging
behind.

Approved For Release 2002/11/08 : CIA-RDP80B01676R001500050004-9



N
NEW YORK TIMES JAN 91964

T ; r N ?d fier Reteas g 2002414408 T EiARDRSOEBUTE26RE01500050004-9
U S WI L GIT pcm ings public was & mew depar- her intention to press actively
LAY ] y iture for the intelligence agency.; 107, 1OTe exports to the Soviet

Union. In Britain, it is under-

: ' It is possible that in the future gfooq Soviet purchasing agen-:
lN SOV ET GROWTH !it will be somewhat less secre- cies have already indicated that
‘tive ' about those aspects of its they wouyld place large orders

work that do mot involve clan- If credit ferms could be cxtend-

‘ER CREDITS‘destine operations. One motive ed beyond five years. '
‘!fo.rv thig, if a policy change Some Experts Skeptical i

ishould be decided upon, is the )
: R “ " : By HARRY SCHWARTZ
irelatively “bad press” the agen Somo specialists on the Soviet

i i i [cy has received in recent years, ooonomy expressed  surprise’
‘.WI" Tell Allies Export Aid centering mainly on operations ang, inysomepcases, skeptilg,ism
Would Help Moscow in |in Cuba and South Vietnam . yesterday at a Central Intelli-

o meer. However, regardless of future £-ce Agency estimate of the,
Economic Difficulties C.LA. information policy, there “Xtent of & decline in Soviet,

e .3 TG i |
'was a clear United States Gov- ;:\r:)m;rzﬁq prowth in the laSti
jernment policy interest in mak- e specialists, professors at!
ing ‘public the ageney’s conclu- Unite¢  States universities,:
. isi i " 8p-.agreed  that Soviet economie!
WASHINGTON, Jan. 8—The f,l,?tls o&gﬁﬁ,ﬁ;&tw;gff:nﬂgni% growth had. slowed in recentl
Johnson Administration will 'which shar o vimalyears, varticularly in 1963, be-!
. . ply alter previous ; X ; o
use new evidence of a Sharpl,gcessments. c}l::igc,otfo% S\eﬁzl‘;o'll}cgrg;;% Tf %ﬁiﬁ; ;
1 s i . 0 ’ . d A2 :
slowdown in . Soviet economic‘; In the case of credit sales to ?ound difficult to understand!
growth as an argument to Per-ithe Soviet Union of industrial was the C.I.A.'S conclusion that, _ o
suade West European countries|piants and equipment by West the growth of the Soviet grossf" Many specialists  found- it
notto extend large export cred-{muropean countries and Japan, national product in the last two hard to understand how the So-
its to the Soviet Union. | the United States will stress that. yéars was less than 2.5 per Viet economy could phingein 2
The evidence has been sup-|; h cent annually. few years from a & to 7 per
. R isuch sales are mow more tham ™" . strongest reaction to the.cent growth rate to one of less
plied by the Central Intelligencejiever virtually the only escapeeia. estimate was expressed than 2.5 per cent.
:Agency. The agency made avail-fi for the Soviet authorities from by Prof, Nicholas Spulber of thel Several indicated that they
able. yesterday its conclusion| their economic difficulties. ity Unjversity of New York. “T'had believed the Soviet decline
fhat Soviet growth has droppedji, Officials believe that Premier j,,c} canno%%geve it,”” he said./to be_ less precipitous than the:

. ; Khrushchev cannot significantly “It is” P e The profes-estimate reached by the intelli-
rom. annual rates of 6 to 10 £ ¥ 2 . lgencd agency’s analysts, .

er cent in the last decade to| ®ut back the productiog bf mod- For addc

!

" ™ By EDWIN L. DALE Jr.
. Special to The New York Times

at he would be

v i ; E . pedy to-pccept a figure as low| ;' There was general agreement
ess than 2.5 per cent in 1962 ern military. equip ment. 1o, 'md,%i 4 per Eéhtpallhua%y buts wasi ong the specidlists that, re-:
hnd 1963, S5 more resources for inviiientipaffleq by the agency's esti- @ardless of whether the 25

One reason behind the deci-| NOT can he resort to the St linis'mats o lcss than 2.5 per cent. -~figure for 1962 and 1963 ‘was

! oplicy of: squeezing ‘the con- In a similap vein, Prof. War-.¢drrect, it would be dangerous
sion. of the agency to make its . . et . ’ : :

‘conclusions a\%:ilaile for public| WML still less the farmer. ;fen Eason  of Syracuse Uni-'to suppose that the Soviet econ-

° . . P Finally, the C.LA . estimateg¥ersity termed the estimateomy would grow at any such
knowledge, it is believed, was s " t, Td T T i Si“n--vfm]y low.” .ilow_rate in the Iuture.

that it might he taken as re- (: oviet gold reseryegand pro-&: .y woulg want to look at it - Professor Levine said tHat if

inforcing the United States case duction”rule out any large in-"ans and hard,” he sald. _ ithe Soviet TUnion  had good

B : : _ crease in  Soviet &mports ofi. et & |weather this yea¥ and the har-
i;?i;heoggbageg;tth allhedtcmtl: capital goods from the West i+ .I‘?,!L'mate Not Ruled Out X ,Yést improved, ghe country’s
s er sales to the ' .o by sales of gold. - . Prof. Robert Campbell of Indi§fate of economic growth could
Soviet Union?. Anothgr reason! Theagency has concluded that;8na Uaiversity called the dif-’*rise ‘to as’much as 9 per cent.
was to tarnish an “ifmage” of Soviet gold reserves’ are nowference belween the intelligence, OnR this = point,. Professor
the Soviet Union, ifi underde- slightly under 3$2 billion and ggency's estimate and darlier/DcergscR sald that there: was
veloped .countries particularly, that the country’s annusl pro-: fioures on  Soviet ecomm.c:eude_rgge that Soviet economic
) : ‘duction of gold is. only $i5p-lEMres on S Ctprospects” are not mearly so
4s a nation that had found the;n i Sl growth  “fantastic.” “However od a8 was widel samed
& £ rapid economic growth. gosion. & Year. Normal soviet 8767 e : f-p o, VLGS BSTIMEC
secret of rap g + deficits in international t::ne.the addnd that the decline was;a.few years ago;bul it would
Some Experts Disagree :actions with the non-Cor munistiblgger than one would conclude bg unwis¢ to project fron: the
“The C.I.A. conclusions are at World have required gotd

y locking at the individyal Jgst two years.”

i _of at least $200 million = omponents of Soviet produc-iy. All, the, economists expressed
varlance with those of most noN-yinous altowing for edion. _ Hiriosity about the details of
‘government SPEC‘aI{StS on the jncrease in capital goods ot Prof. Herbert Levine of Har<fhe .Central Intelligence Azen-
;Soviet economy. It is-not clear Thus it is contended, rivstifgMl University sajd he hadgdy’s calculations. Several wuled
!whether the agency will make that only imports can solve the “vgf¥ surpriscd” B - theifiat - the ageney’s estimates
jits analytical techniques known Soviet problem and, second, thi] #.5 per ¢ figure but helfdrcd: Fould not be authoritatively
[to others in the field, the Russians camnot pay cas

‘T am oo skeptical: - The evaluatéd by independent schol-
i s R for the imports. Western credit ¥.1.A. has been doing good work ars tnless the basic data and
~[[The CIA’s conclusions sales, by this analysis, wedid doing go

1 this field.” " . procedures were made public.
were generally challenged by offer Mr. Khrushchev an . Prof. Abram Bergson, alse of - 'There were indications that
university experts on the So- from his prbblem, particy rvard, said, “I ani a littlethe €J;A. had made available
viet economy. Some of them - if credit terms were ex ‘

heyongd the fi rprised, but I can’t rule it‘SQme%{Qt its bzsicl'c m?.teriald' on
i ; eyond the five vears n@pmally ant ronmilitary industrial produc-
estimated that there had been offcrad for capital goods:

I ¥ The basis for the general re- tion in the Soviet Union.
a decline in the growth rate,  yhether this United Btatbsition of agmnishmeft was that Several of the economists
but considered the extent ré- ‘stund will impress the allies 1 Mmates of Soviet "ecohomic ?greed that the key variable in
ported by the C.LA. “fan{d§- tnains to be seen, All the mafir¥E6Ath for earlier years, pre-/judging the estimate of the
i tie] z® " allies but Britain have alre ed by the C.LA. and 'others.“ Central Intelligence Agency
. ;_xp‘zesse%‘ttlzeir w%lliz;gneSs o suggested that an émnualiwas the level of agricultural,
bmit credit terms to five year 2B or 7 mer-cent was output “assuiged in . making ‘the:
Cbutf 94 to limit the amount ofi e of & or 7 per C'e?*’t v‘&as . HE $ mg -

N - calculafions, -
cradit extended. porrect. % : -
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UPI - 163

(RUSSIA) |

Washington - RUSSIA WILL HAVE TO BUY $2 BILLION WORTH OF MACHINERY AND EQUIPMENT
FROM THE WEST TO BUILD ITS MUCH EERAIDED CHEMICAL-FERTILIZER INDUSTRY, THE U.S. CENTRAL
INTELLIGENCE AGENCY SAID TODAY.

THE CIA SAID THE SOVIETS PROBABLY WOULD HAVE TO ASK FOR CREDIT. IT ADDED THAT
THE PURCHASES WOULD STRAILN MOSCOW!S GOLD RESERVES.

AT AN UNPRECEDENTED NEWS CONFERENCE, OFFICIALS OF THE TRADITIONALLY-SILENT
INTELLIGENCE AGENCY SAID THE SOVIET UNION HAS BEEN WLIVING ON BORROWED CAPITAL,"
TMPROVISING TEMPORARY SOLUTIONS TO ITS FARM PROBLEM AND “CHRONICALLY NEGLEC TENG"
BATANCED DEVELOFPMENT.
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AB5WX
~-URGEN T--
CIA-RUSSIA

WASHINGTON--A CIA SPOKESMAN SAID TODAY RUSSIA IS IN SUCH DEEP ECONOMIC
TROUBLE THAT PREMIER NIKITA KHRUSHCHEV MUST PARE OTHER PROGRAMS TO MEET HIS
EXPANSION GOALS IF HE CANNOT GET LONG-TERM CREDIT FROM THE WEST.

THE PICTURE OF THE SOVIET ECONOMIC SITUATION, AS PUT TOGETHER BY CENTRAL
INTELLIGENCE AGENCY ANALYSTS, WAS GIVEN TO REPORTERS AT WHAT WAS DESCRIBED AS THE
FIRST GENERAL NEWS BRIEFING OF THIS KIND SINCE THE NORMALLY SECRET INTELLIGENCE
UNIT WAS SET UP AFTER WORLD WAR II.

A CIA SPOKESMAN SAID THE BRIEFING WAS AN EXPERIMENT IN MAKING PUBLIC
CIA MATERIAL FROM WHICH THE SECRECY LABEL COULD BE SAFELY STRIPPED, IN ORDER
TO MAKE THE INFORMATION GENERALLY KNOWN. IT WAS UNDERSTOOD THAT PRESIDENT
JOHNSON APPROVED THE ACTION.

CR 531 PES
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Al23

LONDON, EXPERTS IN LONDON'S FINANCIAL DISTRICT EXPRESS SOME SKEPTICISM TODAY
ABCUT THE FIGURES ON SOVIET GOLD RESERVES RELEASED BY THE U. S. CENTRAL INTELLIGENCE
AGENCY.

OPINION IN THE CITY WAS THAT IT SEEMED HIGHLY UNLIKELY THE CIA COULD HAVE
OETAINED ACCURATE FIGUHES ON SUCH A CLOSELY GUARDED SOVIET SECRET.

A CIA SPOKESMAN SAID THAT SOVIET GOLD RESERVES HAS SLUMPED TO LESS THAN $2
BILLION AND THAT THE SOVIETS DO NOT WANT TO HEDUCE THIS “MINIMAL“ RESERVE.

THE SOVIET UNION PUBLISHED FIGURES ON GOLD PRODUCTION IRREGULARLY BEFORE
WORLD WAR II, BUT THEY WERE STATED IN PERCENTAGES AND THE BASE OF PRODUCTION WAS
NOT GIVEN. AFTER 1939 NO FIGURES ON SOVIET GOLD PRODUCTION WERE PUBLISHED AT ALL.

FINANCIAL SOURCES SAID THE RUSSIANS THEMSELVES DO NOT APPEAR WORRIED ABOUT
THEIR GOLD POSITION. THEY POINTED QUT THAT MOSCOW. HAS PAID CASH IN RECENT BIG
WHEAT DEALS EVEN WHERE CEEDIT WAS AVAILABLE.

GOLD BUYERS ALSO APFEAR TO BELIEVE THAT THE RUSSIANS WILL CONTINUE PAYING IN
GOLD, WHICH WILL DEPRESS WESTERN GOILD PRICES. SINCE THE START OF THE YEAR BUYING
INTEREST ON THE LONDON GOLD MARKET HAS BEEN SLACK. THE CURRENT PRICE IS $35.07
AN OUNCE, ABOUT 37/l OF A CENT EELOW THE CLOSING PRICES IN 1963.

KL816PES
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UPI-185
(cIn)

WASHINGTON--THE U.S. CENTRAL INTELLIGENCE AGENCY HASN'T THROWN
OPEN ALL ITS DOORS, OFFICIALS SAID TODAY, DESPITE HOLDING A UNIQUE
NEWS CONFERENCE.

ABOUT 20 NEWSMEN WHO WERE BRIEFED BY THE AGENCY ON SOVIET ECONOMY
WERE TOLD THAT THE "ON THE RECORD" CONFERENCE WAS HELD FOR TWO REASONS.

THE FIRST WAS THE IMPORTANCE OF THE BRIEFING DATA TO PUBLIC POLICY.
THE SECOND WAS THAT THOUGH SOME OF THE DATA STEMMED FROM SECRET
INTELLIGENCE, MOST OF IT WAS SIMPLY THE ANALYSIS AND OPINIONS OF
ECONOMIC SCHOLARS WHO HAVE BEEN STUDYING THE SOVIET ECONOMY FOR MANY
YEARS.,

THE CONFERENCE WAS HELD AT CIA'S HEADQUARTERS AT LANGLEY, VA.,
ACCROSS THE POTOMAC RIVER FROM WASHINGTON, IN THE SAME SEVENTH FLOOR
ROOM WHERE THE TOP SECRET U.S. INTELLIGENCE BOARD (USIB) MEETS ONCE A
WEEK TO DISCUSS THE WORK OF ALL U.S. INTELLIGENCE AGENCIES.

USIB IS HEADED BY JOHN A.MCCONE, THE DIRECTOR OF CENTRAL
INTELLIGENCE, IT INCLUDES OFFICIALS FROM THE ARMY, NAVY, AIR FORCE,
THE DEFENSE INTELLIGENCE AGENCY, THE NATIONAL SECURITY AGENCY, THE
ATOMIC ENERGY COMMISSION AND THE FBI.

BUT IT WAS CLEAR TO NEWSMEN THAT MOST OF CIA'S WORK IS STILL
CLOSELY GUARDED, REPORTERS WERE ESCORTED THROUGH THE BUILDING
TO AND FROM THE CONFERENCE ROOM BY SPECIAL USHERS 80 THEY COULD NOT
WANDER ABOUT. ONE NEWSMAN WAS GIVEN AN ESCORT TO THE MEN'S LAVATORY.
DURING THE NEWS CONFERENCE THERE WAS AN UNMISTAKABLE CLAMMING UP
WHEN QUESTIONS RANGED BEYOND THE SUBJECT AUTHORIZED.

1/9--N 658 PES
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Soviet Ecq;_mmc Growth'
" Down Sharply, CIA Sayng

By Stephen S. Rosenfeld 197[]” and it sald its review|Ball did net mention cx;:dyts ;ni

' Btaff Reporter “supports Just the . opposﬁe his New York speech.

The Administration moved|conclusion — namely, that £ié]  “The material which the CIA
on two fronts yesterday to de-|Soviet Union is falling behind | presented, and. which Ball

flate Sovict claims of superior |in the economic“rage drew from, has been available
economic - groyth. Bal aid that “in. toﬁ in Government circles for a

The Cen,tral Intelligence yea € excess o Some of.
_Agency broke ¥ long standing pro gver, that oF Soviet| number of jponths. Some of,

policy of offigial silence -to Russia ,11,33 n.from $245. ﬁﬂg it surfacec"If"obIIQuelv In" a, The CIA presented the
hold a press conference at its |lion to $390 Billion.' speech by Walt W. Rostow, theKremlin’s problem as one of

g 1% ) ‘how to find resources for it
Virginia headquarters for all| He wcft R even if thelgiaia Departments tdp policy s
interested American report-|U.S.S.R. Wwere gLouble its lariner, last T 21 A u;i H ol it ] various needs. After taking
s e output in the e |Pla 3\ some investment funds from

George W,J&all, Under Sec-|which it cannot'd . duc-, was leaked .to sever?ﬁ wTeport- growth and from low priority

retary of Staté, followed with [tion in 1972 would s Jess |ers earlier ThY weck. it civilian sectors, it said, Rus-
an evening speech to the Na-|than ours in 1962.” . 5%0 one version, Sia _faces a gold sl:ortage
tional Retail Morchants As-| The CIA ‘included in its hrial was released which means that “increased
" wneiation in New York, analysis an irplicit plea for 3% ¢ CIA Dircet credits represent .the only
HNoth said the Soviet rate of [support of the Administra. |2t the behgft o CClor promising means” 1o’ finance
zvowth fell from 6 per cent|tion’s policy against granting John A, l?' OHE and with the the necessary machmery im-
and higher to less than 2.5 per|long term credits tn the Si approval ¥ President Johnron. ‘ports.
cent in 1962 and 1963. The|viets. It suggested that su . -<The Cl4's Bhicfer said yos-Called Ideological
~compzrative American figures, | credits would allow Russia fo terday tht - j%mcany all” of| Hence the CIA feels that a
‘said the CIA, were 6 per cent|break out of the, ego omlcyre L “ th iwestern eramp on credits will
in 1862 and an estimated 3.7|dicament .'in® Which the QIZ from the ex- Ilemove the Soviet Union’s
.per cent in 1963, belicves it is caught. pertise of alnal /5 % ath:froilrllila:xeasy way out of its bind. The
Twad Tnereasing - Material Leaked T rshod about the  sur.2gency’s briefer said the Rus.
I'he debunking purpose of! This pitch has disturbed| prise with th%'- me private (S:ﬁ\enr;g?y cggg;deg ;‘}tlzgll;{zr?f
(1A’ unusual public report{some State Department offi-| economists greetéd its low es: % for the fargms) 50 ﬁr ent thasé'
was apparent in a press re-|cials on grounds that the CIA|timates, the. % said the! &if credits are not gttractlve
jeasc, It referred to Moscow's|should stick to collecting in-|CIA has “more ormatiop’: zithey might even siphon funds’
“ﬂ“ﬂl\ of overtaking and sur-|telligence, niot préfioting peli-| and the “best techniques” #l away from-defense. e has-
zing U.S  production byicies. But Under Secretary analysis ‘Pnd that “only *We” 0 .0 0 ca ot there are nol
‘ make culTent estimates of bhc slgns of this so far.
; Soviet i product - In NewYork, Ball had a dif-

',Agricult i ferent slant “on the Soviet
' i . squeeze. He' agrecd with the
ldé\ngtll}: : ‘ﬂle “single ;Ynﬁ(;i CIA that Russia is now at the
1mporthn’c' Factor” cutting the: point where it has largely ex-

.hausted the short cuts of im-
1069 and 1 §é3grmiﬁ %zettl? ported technology and inherit-
; ed capital.
faru?,,weabher Moscow - “may . .
be abIe to rccover somewhat,” But, ignoring -the qgestlog
ol esouce atlocation, ne sad
trg;lt g‘;l(l)gv&geggessalg 13%1; ological: “Can a complcx mod-
cars slowed from 9 to 7 per ern economy be effectively
Zelt‘ltkaAnd in the key fo'rwzi'd opcerated uynder the restrain-

looking category of capital in i‘;ﬁngiﬂ“d of Cummumst doc-
vestment, the drop was from™ py. Soviets have 1o choose

12-15 per cent to 45 per cent. between moving toward some’
Hence the prospects m’r'-é kind .6f market cconomy or
e i

gaining and sustainifiy o ~ ; hor -

simposing more claborate con
high growth rates °f,,the_, 05 trots, Ball said. The CIA an-
ggfd not very bright, th =4V alysis ignored this question.

4
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CIA Sees Soviet Bid!

for 2

- Fghidado Tribune Press Service]
Wa!hington, Jan. 9—The cen-
tral intelligence agency staged
.an unprecedented press briefing
today to warn the western
world that Russia may have to
‘ask for credit to buy 2.biilion
“dollars worth of equipment. for
its chemical industry. ,
The top secret agency wel-
comed a.group of reporters into
its well-guarded headquarters
five miles outside- of Washing-
ton in a wooded area on the
Virginia side of the Potomac
‘river. . g
The CIA’s aversion to pub-
licity has been so great that
there are no.road signs to guide
an inquisitive public to its
building. e
Finds Economy Slipping
The gist' of the CIA briefing,
given by a battery of econo-
miSts on the -agency’s payroll,
was that the, Soviet Union’s
economy J¢"'slipping. )
The information had been
leaking out of the agency for
several days. Today's briefing,
held with the approval of Presi-
dent - Johnson, .was called to
give general distrihution to_ the
data on which the appraisal of
the .Russian economy- ‘was
based. : A

The briefing was held dp a.

dcuble—doored room, its win-
dows covered by ‘thick drapes,
i It is the scene of the week]y
meeting of .the United States
i intelligence board, made up of
-the intélligence chiefs of the
CIA, défense department, mili-
tary services, state department
and atomic energy commission,

Want World to Know

CIA officials said their agency
agency ‘and President -Johnson

believed the true picture of the |

soviet economy is fundamental
to the foreign policy of the
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BY PHILIP DODD

SEIUYETREYS: 1 AT i
Saviel " gold” ¥0%ebves_hade

Lthey said, were “‘too ambitious

‘AN 10 1964

......

’ 3 AR

United States and othel‘s'tﬁuzlrf
tries and"should be madé knbwn |
fo the world, . - |
~Here ' were  the principal’|
points made .at the CIA brief-:
R e
- The 8fviet Union's -annual:
econoniic growth, whieh was |
beliéved to éverage%-?pm"ﬁcm{
a year .between 1950..aiid, 1959,
dropped to %5 per pent in 1982
and 1964 Fhe - Americap rale’
was estimated 10 be;3,7 per
cent last year, . anoghi, |
Gl%ig Resepves Drop | |

i

dropped to - ton - ¢ S, |
frony, _g‘gli dollars in 1956. |
MoscdWw “has i - Hpinto
thetii 6 buy-whe mgrogd

to the extent of 400 or b0¥ 'mil- |
lion dollars in recent months. :
DisastFouS ™ erop  failtres ini
1963 added " the Wwoes of the |
soviet " economy. To Iincrease
farm - productivity, . Premier
Nikita 8. Khrushehev has
launched. a; erash program to |
build up his chemical industry |
and provide fertilizer for farm-:
lands. s i
CIA - officicls predicted the
soviet econorpy could not fi-
nance foreign purchases for the
themical industry buildup on|
the usual 5-year purchase plan.
This meant, they said, Moscow
would have to ask for extended
credit or further ‘drain its gold
reserves. -
Called Too Ambiticus
‘The officials acknowledged
that the first years of Khrush-
chev/s leadership were mark-
ed by a series of successes in
industrial growth and agricul-
tural production. - |
‘But ‘Khrushchev’s programs,

for available resources.” The
headlong rush to develop heavy
industry, they said, resultéd in
a neglect of agriculture.

je. “Ipn
twere fold, “the Kremlih lead-f

summary,” . <reporters.

ership for several years has-

| béen trying to do ‘too much

with too. few. resources. This
living on_borrowed capital, im-
provising cheap but temporary
solutions to basic problems; |
such as agriculture, and chron-
ically neglectirig balanced de-
velopment to.push ahead spec-
tdcuparly on a narrow range |

with the Soviet Union,

“A . nearly disastrous crép”
failure in 1963 was not the root
cause of . Moscow’s economic:
difficulties. What it did was tg
bring to a head the many un-
derlying problems of the Soviet
econemy and force a.reconsid-
eratlon of the pattern of re-
source allocation.”

‘of goals has finally caught up
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"DRUPS CL-O AK ~ About220 newsmen were in-.

1

I

vited tpi:the massive but un-

‘marked headquarters this after-
tnoon AAY showh to the ~Centril
“Intelligence board ,conference;
AND MEETS PRESS = s
o . They were | introduced to lead-;
’ ; %)ngt*- ""sts]:);f“"s?gift' éffagf"
\ ; ) sked. o use the
Experts Brief 20 Reporters Dot gty o os in transmitting’

on Lag in Soviet Growth
and Decline in Gold

the ‘agkhicy’s startling conclu-
e 2 L

Theag were that the once
| preséiye 6 per céht-afinual edth
nomic growth rate of the Soviet
Union had slipped to 2.5

By MAX FRANKEL

Spectal to The New York Times

_Sharp Decline Reported : :

1@ :
eler

JAN 10 1964

.. CIA- . .
& Aéﬁ?£s§%80q1t§xzes§99-1 500050004-9
18nce of the latest analyses of
the Soviet economy was oOver-
shadowed here this evening,|
howevey, by puzzlement over the

on-

methiflls of making them pub- oo T

1if. fhe C.LA, obtained approvall =~ BritlshDivided on Iseue

& T2 Tews “conference ffom| " Epadal'to Tné NeWw Yorid Times
esfarnt *Johnson betaittd’ it} «LONDON, Jen:9 -— British

g1 e shared the agency's be-|lexperts ‘on Soviet: affairs were

ligf Ahat the trie ploturk of thejinclined today to, Jook, upon the

Spvigf; economy was fundgmen-|cantial Intelligence " Agency's!

tal 49 the foreign policies offesfimate of a %ﬁ;érp ‘decline in

ntry and other \the Soviet ecoriomic growth rate
ag “just another document” that:
\firast be evaluated with the Fest.l
M:3One must * consider the!
2 s | source,” said the head of req
sfrles would force him to M-, cearch’ of -one of Britain's big-|

1

WASHINGTON,, Jan, 9 —cent in the last two'years, that Fts/ yachinery .and equipment gest hanks. “I would say ‘their,
The Central Intélligence Agency tsoo?ze%iﬁogg IJ;?:S:{V ﬁi‘,sﬂz&, fﬁ;}ﬁﬁ ﬂ:%ﬁuﬁd%?tn?igl%gosd%ﬁis: " esjzmgteg are on the low side.”’
held a news conference today. |pave fo porrow heavily in the Yparzpossibly as much as 2 yne B o mate that So-

The subject was the state 0f1WeSﬁ\ to finance industrial ex- FV or the Seven-year Pro-'viet gold reserves had fallen
the Soviet economy, but the!pansion ~and that the Soviet &2 : © 7 pelow $2 billion and .that- gold
CIA. findings about that had Unign was f,amng behind rather) i redits Bel\ieved vital  putput in the ‘Soviet Union was
already been leaked to the press, Ha - catching - up _with. the| \se of the dwindling So- $150 million ghnually, =~
The event today was news be- United States. .| @etBold reservés, the agency's A partner in the bullion con-

) ; Disturbed though they Wwere| & ¥ois <aid, the Russians are °€I0 asked: : :
cause the agency, which only by the C.LA’s distribution Of oo Tae”oontain to require long- «If production :is so low,

a8 few years ago was reluctant, this. m
to list its telephoné numbers, has; State Department - and ¢&
|decidod to show as much of it-| Where in the Government, do

‘|self as possible to the publici“°&.h%5§1’;‘;‘;dﬂ§%vfi‘;};d‘é‘f;ém at

and the Congress. universities and in other coun-
Long bothered by the wide- tries who have challenged the'

!spread criticism of some of its agency's conclusions ‘“are

enilures and never able to boast, sinfply behind the times.

of -its cloak-and-dagger tri-

.umphs, the agency has found:

©. Study Was Bequeqted

i In fact, the study disclosed
'something to advertise — its by the C.LA. was sajd to havel
|analytical brains. In Mr. John- been requested some timi afgg;!
\son it has found & President bY the State Departmen rar(r,ll
lwho does not mind. a. public edncation Drograr.
| - " The departmen} wished to. erase
| State Department Chagrined  the worldwide -image of con-

The State Department minds stant economic progress byu’:he
a great deal. Its officials were Soviet system and to stre{lg _eg
chagrined by the CLA.S dis- 118 argument that the ex ensio

28T y e Lo -1 of long-term credits to Moscow
tribution of intelligence est1-‘-ny Westérn nations could help
mates and by the news confer- Premier Khrushohev through 2
ence, partly because they them- serious .economic_crisls without
selves wish to control the flow forcing him' to divert resources
of information affecting foreign

from military budgets. .
£ State
relations, partly because they

Under Secretary o
question the wisdom of the

George W. Ball used most of
fhe same material for a speech
C.ILA’s becoming publicly com-
mitted to intelligence findings.

in - New York this evening.
The CI.A's wish .lto icla;;: ﬂﬁg
g e analysis
But a' spokesman of the gf&iﬁeiorr;::‘):“‘ 103; ¥irst
agency, descrilgl_ng the news yentur e into open publicity.
conference as an experiment, = mhe Administration hopes to
said “Why not?” Every once in
a while, he said, the agency
comes by a significant story

srsuade the Western allles to
Extend only short-term credits

that, though gathered partly by’

clandestine megns, need not he

aterial, officlals at the
158

terri t¥edits, The United States ‘where did all, the gold come

drghifient to its sllies has been from for postwar sales to the
thaf the extension of such cred- est? Were the Russians sup-

Ats qropld glve the Russians a. posed to have increased their
gll‘ vely easy way to support reserves by so much during the
fudgety for both guns and but-{war?” o :

ter. i PR : § T“No one réally knows any-
Tﬁ’ igh' costs of defense and thing,” another authority said.

" spa¥grograms plus the serious “It’s all a big guessing game.”
ail f Soviet agriculture ac-|’ One bank's experts thought

r the Soyiet slump, the the Central Intelligence Agency

CI aid, On a per capita had done a “very good job.”
Paclk~he analysts calculated But they expressed the opinion
tha iciiltural production in|that the C.I.A.’s estimate of So-
106 10 per cent below that|viet economic growth and gross
of - Total farm output de-|national product were .a little
cl i per cent in-1962 and|on the high side..

more than 4 per cent
, they said.
REL.I.A s distribution of in-
telligence Information is not en-
tirély without precedent, They
gency’s former director, Allen)
¥ Dulles, made, ‘occasional
gecches about hig Btdff's find-
ings, including several ghout tire
success in past years ot the So-]
viet economy. Presumably, his
use of the material was coordl~
dfed with his brotfer, the Iafe
: Foster' Dulles, who e
hen Secretary of State,” | In the “missile gap,” thel
ihe agency 'also Tas beell] United States thought the So-.
willing form time -to time 10! viet Union was ahead in missile
bflef individual correspondents. production. Later information
Its analysts, often drawn form jeq to a reversed picture: that
the nation’s campuses, have the United States was leading.
spoken as freely as their coun- Now, according to The Guard-’
terparts in the State and De- jan’s snalyst, estimates’ of So-|
fense Departments, but they iyiet economic growth have be¢n
never permitted the informatiod |reversed to shiow that the Unit-

There was no 0fficial British
reaction to the report, which
was summarized today in sev-
eral London newspapets and in
international editions of New
York newspapers.
" The Guardian’s Soviet affairs
expert saw the C.LA.'s informa-
'tion’ as eliminating an ‘“eco-
| nomic-growth gap” ih miuch the
same way ,that the “missile
¢ gap” was® eliminated several’
years ago. ‘

to the Russians SO that they

will be forced to choose between

a diversion of funds from mili-

> tary projects and continued low-

nidden in secret drawers. Ap- growth rates. Its current tactic

plying the rule of reason, he iz to make this decision easier;

said, there seemed nothing for Moscow by stressing Wash-
wrong with publicizing the ma-
iterial for attribution to the

agency. -

The spokesman said the in-

ington’s interest in matching
wmilitary budget cuts and thus
=gtelligence analysts lived in ‘‘one
igide of the house” that could

lipiting the arms race.
Soviet Arms Cut Urged
‘and - ought to be talked about.
\The other side of the CLA’S

i

|

“President Johmson called on
Premier Khrushchev yesterda}y
to follow his example in curtail-

$46-million headquarters eight chev it =
Imiles from Washimglon, in Mo-| SR EOTE ST B0
Lean, Va., is the one that man- arms control without formal

to be labled as the findings of |ed States growth rate is greater
the C.LA. than that of the Soviet Unioh.
‘In recent months, the! gtudies on the Soviet Union
agency's director, John A. Mc-jigre not so extensive or ex-
one, and his aides have com-ihaustive In Britain as in the
plained about the poor DpressliTnited States, but they do coml-|
notices of the C.LA..The em-|lpromise, as in the United States,]
&has‘s’ they noted, sepmed al-|la wide diversity of opinion. |
ays ‘to be on ‘hotdble failures,| -A top-level group. of business-:
such as ghe Joss of a -2 in the| men who visited the Soviet
a’Soviet Union in 1960, the un-) Union for 11 days last May fo
lsuccessful invasion of Cuba inl-evaluate trade prospects, re-
1961 and, to some extent, em-| turned to Britain with the con-
barrassing policy . disputes in| clusion that the Soviet economy
South Vietfigm last year. ' and standard of living were “de-
’ e ‘veloping rapidly.”

! ing the production of fissionable
ages the nation’s _most secret agreem

} meterials for nuclear weapons.
Mr. Khrushchev himself has
operations around ARpFrOMEd-For Re

icluding espionage.
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In October, another delega-
tion of British businessmen
touréd the Soviet Union. They
reported that they had been
“impressed by the tremendous:
effort which is being put into|
research and development.”

However, specialists here had
noted a slowdown in Soviet eco-
nomiec growth. ' ) i

Apart from the Boviet Union!
agricultural troubles, the ex-
perts cité a lag in cellulose pro-‘
duction, a shortage of abrasive
.materials for engineering and
;other industries, a failure to
reach production goals for sul-
‘phuric acid and, most impor-i
|tant, a general crisis in -the
‘chemical industry,

i All of these factors, the ex-
'perts say, add up to something
/less than “rapld evelopment.”

Nevertheless, the view of ex-
perts here was that, although
ithe Soviet growth rate was lag-
{ging, it was still ahead of that
lof the United States. Now this
‘proposition must be restudied
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Need $2 Billion U. S.
Credit

Continued
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To Pot and Can't

|
K

‘Buy Its Way Out

gf»Wasliingion; Jan. 9 (UPI)-—-The supersecret Central

Intelligente Ageney broke its security silence today to re-
rveal the ramshackle state of the Soviet economy and re-
port that Russia will need millions of dollars worth of
Wiéstern machinery and equipment to repair its lagging

farm and industrial output. <

Moscow will require $2 billion
worth of machinery from ° the

“West just to build its much-her- | f

alded chemical-
fertilizer
itndustry,
the - CIA said,
adding that the
Soviets prob-
ably would have
to ask for eredit
as the purchases
would strain the
country’s gold

Teserves,

“& At an unprec- ;
edented news "o2=E ~
conference, offi- Premier
cials of the tra- Khrushchev

ditionally silent intelligence !

agency said the Soviet Union has
been “living on borrowed capital,”
improvising temporary solutions
to its farm problem, and chon-
-ically neglecting balanced devel-
opment, ‘- ) )

These practices have “finally
‘enught up with the Soviet Unign,”
the offieial said. and a “nearly
disastrous” crop failure in 1963,
on top of it all, has confronted
the Kremlin with the need ofr re-
considering its “pattern of re-
source allocation.”

Major Problems
Officials said the news briefing
,was held because the CIA and
' President Johnson believe the

‘true picture of the present state
of the Seviet economy is funda-

mental to the foreign policy of
both this country and the entire

gave this picture
15 facing the Krem-

nual economie
:h is believed to have

- than 6% of the gross

product between 1950
and 195D, has been running at
only 2% for the past two years,
The T.8. rate was 3.79 last year,

In 1956, Soviet gold reserves
stood at $3 billion, They are now
down to $2 billion. Russia dipped
into these regerves to the extent
of $400 million or $500 million in
1963 to purchase wheat from
abroad.

CIA officials estimated that
Pretpier. Khrushchev’s big pro-
gram 1o_expand Soviet chentical
and _fertilizer industries will re-
quirg o i
imports Jro: 1
more” than s€yeral hundred mil-
lion dollats g year—possibly as
much as $2 billion for the seven-
year prograni.

Will Need Credit

Because of his dwindling gold
reserves, Khrushchev is likely to
turn to the west for credits and
long terms, the CIA said. .

The U.S. has been, trying to
bersuade its European allies to
hold these credits to five yvears
to avoid giving the Soviet Eeo-
nomy an easy out: '
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(14 SBES SOVIET
- ECONOMIG GRISIS

Agency Says Reds Fa%e bl
lemma On Programd”

Washington, Jan. 9 (@A CIA
spokesman said today Rissia is
in such deep #conomic trouble
that Premier Khrushchev must
pare other programs to meet his
expansion goals if he cannot get
long-term credit from the West.

The picture of the Soviet eco-
nomic situation, as put together
by Central Intelligence Agency

Clars a year “ant could be §2,000
000,000 in total.” !

It is  possible tha urthgl‘ CIA
analyses will be, JSS(JQd%IR ,jhe
future, the spokesmary sgid. ‘He
denied that the CIAs pu]ﬁme Was
to influence policy, sayirg the
newsmen were being given facts
—not recommendations.

The Unifed States has been fry-
ing to convince other Western- na-
tions not to ecxtend long-term
credit to Russia. But some of the
allies, ' particulagly. Britain, have
declined to go along with Wash
ington on this.

Speculation On Causes

According to the CIA spokes-
man, the Kremlin is in an eco-
nomie fix because of a,-combina-
tien of over-ambitious economic
programs and a near disaster in
agricultural production.

analysts, was givén to repor ters,
at what was described as the fivsty
general news briefing of this kind.-!
since the normally secret intelli-'
igence unit was set up after World
War II.

: ACIA spokesman sa;d the bricf-}
;ing was an experiment in making |
[PUJ')JJ(. CIA material from which|
the secrecy label could be safcly,
slripped, in order to make the,
| information generally known. It|
was understood that President:
Johnson approved the action. i

One of the statements by the!
'CIA spokesman was that Russia’s
import requirements for chemical.
‘machinery and equipment wouldi
ftop several hundred miltion dol-
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Khrushchey, at last month's
.hudget meetings at the Kremlin,
| unveiled plans for a giant boost
in chemical and fertilizer autput
to avercome basic economjc. dif-
ficulties, " He indicated . Jssia
{ would seek long-term credits.{rom
tthe. West to import machinery for
the proposed ctheémical industry
build-up.

The CIA spokesman said that

00,-Fif ‘Hie Kremdin does not get credit
CHrom the West, it would have to

siphon off resources from. clse-
where in the Soviet cconomy to
achicve its goals—including per-
haps reducing military expendi-
tures.

Too Much With Teo Litile

He said that Russia’s gold ze-
serves have slumped to less than
$2,000,000,000, and the Russians
do not want to reduce this *“mini-
mal” reserve, !

Saying that the Sov1et gold out‘
flow has been stepped up by Rus-
sian purchases of nearly 10,000,
000 tons of grain from non-Com-
munist countries over the Iast
year, the CIA spokesman con-
claded that “the Kremlin leader-
ship, for several years, has been
trying to do too much w1th too
few resources.’

And, rating Russia’s economic
growth at only 2.5 per eenf in;
1963, compared with Unifed States,
gIO'Wth half "again as large, he
declared Khrushchev will’ be un-
able to make good-on his former
boast that Russia will he match-
ing the Uniled States in preduc-
tion by 1970,
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RUSSIA NEEDS WESTERN CREDIDS to
shore up iis €conomy, the CIA said,

The U.8. Central Intelligence Agency, in
the first news briefing it has given since it
was set up after World War I, sald Russia’s
economie situation i3 so bad that unless the
Soviet gets long-term credits from the West,
Premier Khrushchev will have to Pare & num-
ber of programs to meet his economic goals,
The CIA said Russia will have to buy $2 bil-
lion of machinery and equipment from the
West to build up its chemical-fertilizer indua-
try, but added that such purchases would
strain Moscow’s gold reserves,

The CIA said the Russiun people Tave
reached the ‘“unsqueezablc’ point as far
as their standard of living is conecerned,
and thot Russia for some time has been
improvising tempdrary  solutions to jta
farm problem.
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ASSOCIATED PRESS JANUARY 10, 196k
A 32 WK
(600) PMS BUDGET

CIA-BSOVIET
BY LEWIS GULICK
ASSOCIATED PRESS WRITER

WASHINGTON, JAN. 10 (AP)--THE CENTRAL INTELLIGENCE AGENCY SAYS THE
KREMLIN WANTS TO BUY LARGE AMOUNTS OF WESTERN CHEMICAL MACHINERY ON
LONG-TERM CREDIT SO AS NOT TO HAMPER SOVIET ARMS PRODUCTION.

CIA'S CONCLUSIONS ABOUT RUSSTA'S ECONOMIC WOES WERE ISSUED YESTERDAY
IN CIA'S FIRST GENERAL PRESS BRIEFING SINCE THE SECRET AGENCY WAS SET UP
AFTER WORLD WAR IT.

THE UNITED STATES HAS BEEN TRYING TO PERSUADE ITS ALLIES, SO FAR
UNSUCCESSFULLY, TO BAR LONG TERM CREDIT ON RED PURCHASES. EUT A CIA

SPOKESMAN DENIED TRYING TO INFLUENCE POLICY BY AIRING THE AGENCY'S
VIEWS PUBLICLY.

HE SAID CIA IS AIMING TO MAKE PUBLIC INFORMATION GATHERED BY ITS
EXPERTS ON A SUBJECT WHERE THE CUSTOMARY SECRECY LABEL COULD BE REMOVED
WITHOUT HARM, AND THAT CIA MAY GIVE OUT FURTHER DATA LATER. IT WAS
UNDERSTOOD PRESIDENT JOHNSON APPROVED THE ACTION.

ACCORDING TO CIA'S ANALYSIS, THE SOVIET ECONOMY HAS RUN INTO SUCH DEEP
TROUBLE THAT PREMIER KHRUSHCHEV CAN ACHIEVE HIS CHEMICAL INDUSTRY

EXPANSTION GOALS ONLY BY PARING OTHER PROGRAMS OR THROUGH LONG TERM CREDITS
FROM THE WEST.

SOVIET IMPORT REQUIREMENTS FOR WESTERN CHEMICAL MACHINERY AND
EQUIPMENT, MAINLY TO PRODUCE FERTILIZERS, WERE ESTIMATED AT $2 BILLION
OVER THE NEXT FEW YEARS. CREDITS FROM THE INDUSTRIAL WEST TOTALED
$600 MILLION IN 1962-63. KHRUSHCHEV'S SEVEN-YEAR CHEMICAL INDUSTRY
EXPANSION PLAN CALLS FOR A $46 BILLION INVESTMENT OVER-ALL.

NOTING KHRUSHCHEV'S CALL LAST MONTH FOR WESTERN CREDITS, THE CIA
SAID "THE CURRENT SOVIET PUSH FOR NEW FOREIGN CREDITS AND EXTENDED
REPAYMENT TERMS IS DIRECTLY RELATED TO MOSCOW'S DESIRE TO PREVENT THE
CHEMICAL PROGRAM FOR IMPINGING TOO DIRECTLY ON THE PRODUCTION OF
MILITARY END ITEMS."

A CIA SPOKESMAN MADE THESE POINTS:

CONTRARY TO KHRUSHCHEV'S OLD BOAST THAT RUSSIA WOULD CATCH UP WITH
THE UNITED STATES IN PRODUCTION BY 1970, THE SOVIETS ARE FALLING BEHIND
IN THE ECONOMIC RACE. RUSSIA'S ECONOMIC GROWTH RATE WAS ONLY 2.5 PER CENT
LAST YEAR, COMPARED WITH 3.7 PER CENT FOR THE UNITED STATES. AT $260 BILLION,
HER GROSS NATIONAL PRODUCT--TOTAL PRODUCTION OF GOODS AND SERVICES--IS LESS
THAN ONE-HALF THE UNITED STATES.
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SOVIET ECONOMIC PROBLEMS STEM FROM TOO AMBITIOUS PROGRAMS,
INCLUDING MILITARY-SPACE SPENDING NEARLY THE SIZE OF THE UNITED
STATES, PLUS NEAR-DISASTER IN RUSSIAN FRAM OUTPUT.

THE CHEMICAL EXPANSION PROGRAM IS AIMED AT SOLVING THE FARM PROBLEM,
KHRUSHCHEV APPARENTLY RECOGNIZES THAT THIS WILL REQUIRE TAKING SOME
RESOURCES FROM OTHER PROGRAMS, SUCH AS HEALTH AND HOUSING, PLUS IMPORTS.

DESPITE MOSCOW'S ANNOUNCEMENT LAST MONTH OF A $660 MILLION CUT IN
THE SOVIET MILITARY BUDGET, CIA HAS NO HARD EVIDENCE OF AN ACTUAL
REDUCTION IN THE ARMS OUTLAY.

THE CIA SPOKESMAN SAID RUSSIA'S GOLD RESERVES HAVE DROPPED BELOW

$2 BILLION, A MINIMAL FIGURE, WITH GRAIN PURCHASES FROM THE WEST
COSTING HEAVILY.
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UNITED PRESS JANUARY 10, 1964
INTERNATTONAL

UPI A2
DAY LEAD CIA BY DONALD MAY UNITED PRESS INTERNATIONAL

WASHINGTON, JAN. 10 (UPI)--THE U. S. CENTRAL INTELLIGENCE AGENCY HAS
EMFRGED FROM ITS CLOAK OF SECRECY AND STUCK A DAGGER IN THE KREMLIN-MADE
IMAGE OF THE SOVIET ECONOMY.

IN AN UNPRECEDENTED NEWS CONFERENCE THE AGENCY, WHICH TRADITIONALLY
NEVER TAIKS, TOLD REPORTERS YESTERDAY THAT RUSSIA IS "FALLING BEHIND IN
THE ECONOMIC RACE" AND NEEDS $2 BILLION WORTH OF MACHINERY AND EQUIPMENT
FROM THE WEST TO BUILD PROMISED NEW INDUSTRIES.

RUSSIA'S ANNUAL ECONOMIC GROWTH, CIA SAID, WAS 2 1/2 PER CENT IN BOTH
1962 AND 1963, COMPARED WITH 6 PER CENT A YFEAR IN THE 1950'S AND WITH THE
U.S. RATE IAST YEAR OF 3.7 “PER CENT. RUSSIA SAYS ITS "NATIONAL INCOME,"
A SIMITAR GROWTH MEASUREMENT, ROSE 6 PER CENT IN 1962.

THE SOVIET AGRICULTURAL OUTPUT, CIA SAID, DROPPED 4 PER CENT IN 1962
AND PROBABLY MORE THAN THAT IN 1963; THE RATE OF EXPANSION OF FIXED IN-
VESTMENT, ON WHICH GROWTH DEPENDS, HAS BEEN CUT IN HALF: AND RUSSIAN GOLD
RESERVES HAVE DWINDLED FROM $3 BILLION IN 1956 TO UNDER $2 BILLION,

SOVIET PREMIER NIKITA KIRUSHCHEV ANNOUNCED ON DEC. 9 A MAJOR NEW PROGRAM
TO EXPAND RUSSIA'S CHEMICAL AND FERTILIZER INDUSTRIES. CIA ESTIMATED THIS
WOULD REQUIRE IMPORTS OF MACHINERY AND EQUIPMENT FROM THE FREE WORLD OF
"SEVERAL HUNDRED MILLION DOLLARS A YEAR," PERHAPS $2 BILLION FOR THE SEVEN-
YEAR PROGRAM,

AND BECAUSE OF THE LOWERED GOLD RESERVES, THE U,S. AGENCY SAID, RUSSIA
HAS BEEN ANGLING FOR MORE CREDITS AND LONGER REPAYMENT TERMS FROM THE WEST.
THE UNITED STATES HAS BEEN TRYING TO PERSUADE ITS ALLIES TO HOLD THESE
CREDITS TO FIVE YEARS REPAYMENT TIME. ON TOP OF IT ALL, CIA OFFICIALS SAID,
RUSSTIA'S FOREIGN AID COSTS ARE GOING UP BECAUSE OF INCREASED DRAWINGS ON
COMMITMENTS MADE IN PAST YEARS,

THE BASIC CAUSE OF THE ECONOMIC PROBLEMS, THE AGENCY SAID, IS THAT RUSSIA
HAS BEEN OPERATING PROGRAMS "TOO AMBITIOUS" FOR AVAILABLE RESOURCES, IN
1962 RUSSIA'S GROSS NATIONAL PRODUCT--THE SIZE OF ITS ECONOMY--WAS $260 BILLION,
OR 47 PER CENT THAT OF THE UNITED STATES.

YET RUSSIA HAS INVESTED IN NEW PLANTS AND EQUIPMENT NEARLY AS MUCH AS
THE UNITED STATES AND HAS MAINTATNED MILITARY AND SPACE PROGRAMS NEARLY AS
COSTLY AS THIS COUNTRY'S. KHRUSHCHEV, OFFICIALS SAID, HAS BEEN "LIVING ON
BORROWED CAPITAL," IMPROVISING TEMPORARY SOLUTIONS AND NEGLECTING ECONOMIC
BALANCE, .
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CIA OFFICTALS SAID A "NEARLY DISASTROUS" SOVIET CROP FAILURE IN 1963
HAS BROUGHT MATTERS TO A HEAD AND LEFT KHRUSHCHEV WITH A MAJOR PROBLEM IN
ALLOCATION OF RESOURCES.

IF HE CAN'T GET CREDIT, WHERE WILL THE MONEY FOR CHEMICAL EXPANSION COME
FROM? OFFICIALS CONSIDER RUSSIA IS STILL BEHIND THE UNITED STATES IN MILITARY
DEVELOFMENT. THEY BELIEVE THE LIVING STANDARD OF THE SOVIET PEOPLE IS ALRFADY
"UNSQUEEZABLE, "

THE AVERAGE RUSSIAN'S DIET IS 70 PER CENT GRAIN AND POTATOES, THERE
IS RECENT EVIDENCE OF DISAPPEARANCE OF FLOUR FROM STORES, DISTRESS SLAUGHTERING
OF LIVESTOCK AND ELIMINATION OF FREE BREAD FROM FACTORY CAFETERTAS,

WHY DID CIA SUDDENLY BREAK ITS TRADITION OF SILENCE? CTA'S NEW INFORMATION
MAN, PAUL M. CHRETIEN, SAID A NUMBER OF OFFICIALS INCLUDING PRESIDENT JOHNSON
FELT THE INFORMATION ON THE SOVIET ECONOMY WAS BASIC TO ISSUES OF FOREIGN
POLICY IN THE UNITED STATES AND ALL THE FREE WORLD.

OFFICIALS ALSO EXPLAINED THAT THOUGH THE INFORMATION CAME TO SOME EXTENT
FROM SECRET INTELLIGENCE, MOST OF IT WAS SIMPLY ECONOMIC ANALYSIS, SEPARABLE
FROM CIA'S COVERT WORK,

THE BRIEFING, FOR SOME 20 NEWSMEN, WAS HELD AT CIA'S LANGLEY, VA.,
HEADQUARTERS, IN THE SAME SEVENTH FLOOR ROOM WHERE THE U, S, INTELLIGENCE
BOARD, MADE UP OF ALL INTELLIGENCE AGENCIES, MEETS ONCE A WEEK IN TOP
SECRECY.,

REPORTERS WERE ISSUED VISITORS BADGES AND ESCORTED TO AND FROM THE
CONFERENCE ROOM BY SPECIAL USHERS WHO GAVE THEM NO OPPORTUNITY TO WANDER IN
THE CORRIDORS.

RP128AES
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_ UNITED PRESS JANUARY 10, 196k
INTERNATIONAL

UPI-15
(RED ECONOMY)

WASHINGTON--THE U. S. CENTRAL INTELLIGENCE AGENCY HAS EMERGED FROM ITS
CLOAK OF SECRECY AND STUCK A DAGGER IN THE KREMLIN-MADE IMAGE OF THE SOVIET ECONOMY.

IN AN UNPRECEDENTED NEWS CONFERENCE THE AGENCY, WHICH TRADITIONALLY NEVER TALKS,
TOLD REPORTERS YESTERDAY THAT RUSSIA IS "FALLING BEHIND IN THE ECONOMIC RACE" AND
NEEDS $2 BILLION WORTH OF MACHINERY AND EQUIPMENT FROM THE WEST TO BUILD PROMISED
NEW INDUSTRIES.

RUSSIA'S ANNUAL ECONOMIC GROWTH, CIA SAID, WAS 2-1/2 PER CENT IN BOTH 1962 and
1963, COMPARED WITH 6 PER CENT A YEAR IN THE 1950'S AND WITH THE U. S. RATE LAST
YEAR OF 3.7 PER CENT. RUSSIA SAYS ITS "NATIONAL INCOME," A SIMILAR GROWIH MEASUREMENT,
ROSE 6 PER CENT IN 1962.

THE SOVIET AGRICULTURAL OUTPUT, CIA SAID, DROPPED 4 PER CENT IN 1962 AND PROBABLY
MORE THAN THAT IN 1963; THE RATE OF EXPANSION OF FIXED INVESTMENT, ON WHICH GROWTH
DEPENDS, HAS BEEN CUT IN HALF, AND RUSSIAN GOLD RESERVES HAVE DWINDLED FROM $ 3 BILLION
IN 1956 TO UNDER $2 BILLION.

SOVIET PREMIER NIKITA S. KHRUSHCHEV ANNOUNCED ON DEC. 9 A MAJOR NEW PROGRAM TO

, EXPAND RUSSIA'S CHEMICAL AND FERTILIZER INDUSTRIES. CIA ESTIMATED THIS WOULD REQUIRE

IMPORTS OF MACHINERY AND EQUIPMENT FROM THE FREE WORLD OF "SEVERAL HUNDRED MILLION
DOLLARS A YEAR," PERHAPS $2 BILLION FOR THE SEVEN-YEAR PROGRAM.

BECAUSE OF THE LOWERED GOLD RESERVES, THE U. S. AGENCY SAID, RUSSIA HAS BEEN
ANGLING FOR MORE CREDITS AND LONGER REPAYMENT TERMS FROM THE WEST. THE UNITED STATES
HAS BEEN TRYING TO PERSUADE ITS ALLIES TO HOLD THESE CREDITS TO FIVE YEARS REPAYMENT
TIME.

ON TOP OF IT ALL, CIA OFFICIALS SAID, RUSSIA'S FOREIGN AID COSTS ARE GOING UP
BECAUSE OF INCREASED DRAWINGS ON COMMITTMENTS MADE IN PAST YEARS.

THE BASIC CAUSE OF THE ECONOMIC PROBLEMS, THE AGENCY SAID, IS THAT RUSSIA HAS
BEEN OPERATING PROGRAMS "TOO AMBITIOUS" FOR AVAILABLE RESOURCES. IN 1962 RUSSIA'S
GROSS NATIONAL PRODUCT--THE SIZE OF ITS ECONOMY--WAS $260 BILLION, OR 47 PER CENT THAT OF
THE UNITED STATES.

YET RUSSIA HAS INVESTED IN NEW PLANTS AND EQUIPMENT NEARLY AS MUCH AS THE UNITED
STATES AND HAS MAINTAINED MILITARY AND SPACE PROGRAMS NEARLY AS COSILY AS THIS
COUNTRY'S. PREMIER KHRUSHCHEV, OFFICIALS SAID, HAS BEEN "LIVING ON BORROWED CAPITAL,"
IMPROVISING TEMPORARY SOLUTIONS AND NEGLECTING ECONOMIC BALANCE.

CIA OFFICIALS SAID A "NEARLY DISASTROUS" SOVIET CROP FAILURE IN 1963 HAS BROUGHT
MATTERS TO A HEAD AND LEFT KHRUSHCHEV WITH A MAJOR PROBLEM IN ALLOCATION OF RESOURCES.
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